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She Soviet gcanoBlc System « II 
Oo<U, Capabilities, limitations,, )3_5Q?m5. 


We now mov® ahead in our survey to consider the future economic 
prospects of the Soviet Ofaion — its goals, capabilities and limitationa. 

In the broadest sense, the goals set for the Soviet econo ray by the 
Kremlin leadership reflect the goals of inter n a tion al Communis®. 

* 2 x 0 basic goal is the liquidation of our form of free society and 
the emergence of & Scvietieed world order* Eae Cc nm raiat leaders change 
their techniques as circumstances dictate. They have never given ue the 
slightest reason to hope that they are abandoning their overall objective. 
They firmly believe, and eloquently preach, that Communism is the 
system which will eventually rule the world. Each move they mho is 
directed to this end. 

During the past year, there has been a distinctly hardening tone in 
Soviet foreign policy. Hits shift appeared justified to the Soviet leaders 
because of their conviction that there had been an eshaneement of the 
Bloc's power position and a decline in that of the West. 3hey believe that 
the "struggle against imperialism" has new entered a promising phase, that 
the shift in the relation of forces in the world to the advantage of the 
Coasaunist Hoc Is irrevocable. Of course, the claim to be pursuing policies 
in the interest of establishing "peaceful coexistence" is still made* 
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jg p eacefu l coexistence? In the words of former Soviet foreign 
minister Sbepilov* and here 1 <juote, 

"Bssoeful coexistence does not neon * ®ii«t life* As long 
different social end political systems exist, contradictions 
between this* are Ijwrttahle* Beaceftft existence is ft struggle — 
ft ywi-te-ifMa atruggle, «ua economic struggle; •» ideological 
struggle." 

aa^ilcr should have psxadnently sorted that it is ftti© ft militftsy 
struggle* But the Kremlin leaders do not tell the Russian people hour 
B»»nh is heiag spent on araasexxts. In their annual puKLi^ied budget; 
so-called "defense expenditures" «re ft single line entry. It is not 
■terdeen down in any way. Ve know* from our stales at Soviet order of 
tattle* proeurwwnt* ailitary ccmstruction, and reaeareh and development; 
that the an nounced defense expenditure# can cover little acre than half 
the total ftBwunt the Soviets actually spand for military purposes esch 
year* dheir continuous diversion cf econcssio resources to military 
support is without any parallel in peacetime history. 

Why so ouch effort on the Soviet military est ahli aha ent ? 

First of ftU, there is the need to maintain internal security* and 
to keep the European Satellites in the Ccnramist Csspi to he fthle to 
deal quickly and ru th! easly with the Hungariaag* the Boles sa^. the 
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Most Sspartantly, there is * need to develop advanced weapons 
systems, to etrlve for a military breakthrou# which -would resolve the 
present nuclear stalemate la the Soviet** favor* Swwld they succeed 
is gaining clear-cut military superiority, the ^enuaiatswuld have 
a weapon test political threat and tflaclaall which could prove decisive, 
even mart of a hot war* 

further, aa new types of weapons are manfaetured, the Soviet 
"Onicm generates large stocks of obsolescent anas which are west useful 
to then* these arms can toe used by the Conamist leaders to advance 
their cause In local wars by proxy — Korea, Vietnam sad UtLaya are 
typical emaples* 

Also, obsolescent arms sold at cut rate prices, ham provided 
the key that opened the door to Soviet influence in many countries of 
the Tree World* 2he September 1£55 arms deal with Egypt was the first 
of these; Shipments to %ria# Yemen, Afg ha n istan and Indonesia followed. 

As the world now knows, these have been profitable investments in 
disorder. Moat recently, Soviet mens have gone to gui nea as a gift. 

Say ware qsalekly followed toy a adlitaxy mission and later a trade mi ss i on . 
3ms, for the first time, we see the familiar pattern of Coenmlst 
penetration developing in the promising area of B la ck Africa. 

Hhat of the future? First, I would caution you feat long-range 
projections of Soviet military expenditures are subject to wider margins 
of error than the other statistical estimates we will toe considering 
later on this worrying* We can toe far me see confident, for eaaaple, in 
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stating what Soviet steel production will be to 19 ^ 5 # simply because 
we taow a greet deal snore about Soviet isdurtrlal intentions than we 
to about their military intentions. 

However* if we project past trends forward* we can am that Soviet 
military expenditures by 1965 could easily be 50 per cent higher than 
they are today. Such a level car spending would impose no greater 
relative burton on the Soviet economy than to present military outlays* 

One prediction, I believe, can be made with absolute certaintly. Ohless 
we reach an effective disarmament agreement with the Soviet Oaten* there 
is Just no Stance for the United States to hold its defense expenditure# 
at or near the present billion level. $hey swat inevitably rise in 
response to the Soviet challenge. 

I will now turn from military expenditures to seme of the hi#li$ite 
of economic growth* 

3 be new confitonce of Khrushchev, the Shrewd and vocal leader of 
the Soviet OamBainiat parly, and incidentally toad of government, does 
not rest solely o a* the conviction that be, too# possesses great military 
power. Se is convinced that the final victory of Casssunima can be 
achieved mainly by non-military means* Sere the challenge of economic 
growth is of fundamental importance. 

tta proceedings of the 21 gt Party Congress# held in February of 
this year, laid out what we might call the Soviet economic order of battle. 
ifltoMhctov explained Soviet planned development for the next seven years 
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in these words, to suasaarise the ten hows of his qpeittng and closing 

■MMUS-wVlS *■ 

H B» ecoiKaoic might of the Soviet Union is based on the 
priority growth of heavy industry* This will insure the 
Soviets -victory la peaceful economic oo^petiticm with capitalist 
countries* Bevelopaenfc of Soviet economic eight will give 
CcmmxaLm the decisive edge iu the international ba la nc e of 
power; it will attrar * *mig5& new adherents to gg side*" 

She Sevan year plan establishes the formidable task of increasing 
industrial production 80 per cent by 1$6?« Ha achievement of this 
goal would narrow the gap between Soviet industrial output and tf.S. 
industrial output, particularly as far as basic raw material# sad 
producers goods ire eoaeeraed. Let me show you some specific figures* 
(Briefing Aid 1} 

1 * fbig chart ccegares planned 1965 Soviet production of certain 
Soey products with actual IMted States output for the year 1957 * 1 have 
used our 1957 production to avoid the recession year of 1953, which 
would be less favorable for the United States. 

2. You can see that by 2965 , the USSR plans to exceed our 1957 
levels of production for aluminum, m ac hine tools, electric power 
cenerators end cement* 

3* Production cf steel a ad petroleum* while substantial, would 
still be below present 3*6* levels* 
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Or course# shat we have been o oc y ari ng is lgjf U.S. output with 
gunned Soviet production in 19^5* lbs Halted States will not be standing 
still over the next seven years* Bat our rates of growth will not natch 
those of the Soviet Union. Boring the past seven years, through 1958# 

Soviet industry has grown at the annual rate of 9l ©sot# Shis is 
not the officially announced rate# which is som e what larger* It is me 
reconstruct ion and deflation of Soviet data* 

Car own gjnwth has ,va<> T> at an v§X& of 3*6 par <—**» **- 

for the seven years throng 1957* If one included 1958# the ecaparison 
with the rate of Soviet growth would be even less favorable* This naans 
that# for the decade of the 1950's# the USSR has been swing ahead 
industrially shout 2g- tine s as rapidly as ***** the Uni ted S tates * So the 
Soviets intend, to continue this pace? 

In the arena of economic intentions* the leaders of the Soviet 
base loft no men for doubt* The obsession with orvor tS kd ig i&s U* S* 
o amg s y in the sho rtest possi ble histo ric al tine period was the d atom t 
thane of the propaganda barrage at the 21st fterty Congress* In Khrushchev*# 
wards# 

"Tbs Soviet I&don intends to outstrip the Halted States 
economically*.* To surpass the level of product ! m in the 
Halt ed states naan# to exceed the highe st indexes of capi tal i a m* w 
Tl sit o rs to the Soviet T feioc report the aft^g*** "Even Aaeri t ta ait 
be surpassed#" p la ster ed on every covbam* 

He are now at an historical period in the race for economic supremacy# 
the point where the absolute gap between U*8. and Soviet pr o duct ion is 
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•b egin ni ng to close. A simple way to get * feel for totil additions to 
plant capacity is to coopare industrial investment in the two countries. 
(Briefing Aid 2> 

X. Sits chart coupe res capital investment in industry In the years 
1957* 1958 and 1959 for the Soviet t&ion and the t&ited States* in dollars* 
It shows that Soviet outlays surpassed those of the Obited States* in 
absolute amount* in 1958 for the first tins in history* 

f * If you lock at 1959* a year of recovery in the ttoited States* 
such sapenditurea in the Soviet Uhion were about 7 billion dollars more 
than our own* which Is a very substantial margin. 

3# 33a* implications for the future are disquieting. la a period 
of two years, Soviet investment outlays hive moved up 37 par cent* He 
•re left with the unpleasant prospect that* from here on in* the gap 
between the USSR and US in this important element of national power will 
continue to widen in favor of the Soviets* 


In this context at constant aphas ia .upon growth and economic 
ecapetition with the l&ited States* the Seven Year KLaa and the struggle 
to fill or even overful f i l ! its goals assume an importance even beyond 
the actual content of the plan* 

X do not wish to leave the impression that rapid growth can be 
sustained indefinitely without effort* One important factor is that 
the productivity of capital is declining in the Soviet Uhion* which means 
that future gains will not be achieved ns easily as those in the past. 
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fvery million tons of steel capacity added to existing plants will require 
the ou &Xay of many store rubles than used to be the case. Sven the 
extensive use of technological innovation * ill not be aide "to offset tfaia 
decline la the productivity of capital. As usual, I have some figures, 

(Briefing Aid 3) 

1. ibis chart, covering the l4 year period, 1991-65, is a 
conversion of rubles to index numbers, using 3951 *e a base of 100, You 
can see that total fixed capital must increase far more rapidly than 
total output (here Measured in gross national product) if the production 
goals of 1965 are to be net, 

2. ihe bottom line is the ratio of fixed capital to GRP. What this 
&otre la that the productivity of capital dropped about 16 per cent 
between 3951 and 1956, aal is expected to drop another 10 per cent by 
1965, Over the 14 year period then, this is a decline of about 25 per 
cent* 


Th* Soviets are veil aware of this problem. In the Seven Year Plan 
directive, the investment program i» emphasized alternatively with plaudits 
for its enormous elze and exhortations for maximum economies in its 
execution* State Investment alone is to total more than two trillion 
rubles. This sm is claimed to be almost equal to total investment in 
all the proceeding years of Soviet rule. Such a program reflects the 
continuing need to substitute capital for labor if the economy is to be 
kept growing at rapid rates. By its very size, it introduces an uncertainty 
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in the Sev en Thar flea — that is# whether or not it san he carried 
oat tepidly enough. If the machinery and eepripment cannot he pat in 
place on schedule# then the output goals may not he met, hecaase af 
fee general shortage of labor, 

fuming from this brief discussion of inv e st me nt in the broad# 1 
would XUbb to discuss a closely related proMto — that of m a n a g erial 
incentives, Hast managers in the Soviet itaico sore paid primarily by 
a bonus system 'which in turn is baaed on the physical volume of produc- 
tion achieved during the year, 2his m ea n s that costs of production are 
not l agortaa t in aaaagers decisions, Q a the contrary, the present 
system is a positive disincentive to introduce near ma chiner y and 
te chnology . Inevitably# overhauling a production line implies an 
initial period of no production while the e<pipraeat is being installed# 
wad a sahse^maat period of low output •while the inevitable hugs are 
being worked out of the sew production line, iherefere, a plant manager 
who makes radical changes in Ms production facilities# to cut costs 
and save labor# la financially penalised. 

At the mm time, widespread mechanisation and automation of Soviet 
industry is nseded to meet the output goals of the new seven year plan* 

The Central Committee of the Cteasuaist Party of the Soviet Union 
met on this problem during June of this year* Shay produced no solutions# 
but laid toon the most thocrowflh*®oing program in this field ever presented 

in the USSR, Tm more Important directives coming out of this meeting 
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as* be MiBB a trl zed as fftHa tii 

1. Oosplsn and the State Ccesaittee for Automation and ftechlne 
SuUdiag ym see to it that ail branches of industry vork oat within 
three months standardised regulations for developing and testing tar 
machines tad handing them ovar to series production. 

2. Oosplan cod the Minister of Finance will vork out and submit 
to tiie Council of Ministers hr 1 Steteafeer 1 959 proposals for improving 
financial methods for introducing asw m a chines * 25x1s would i nclude the 
setting of prices which would not only stimulate the saastfaeture of new 
machines but also their use* 

3* Oosplasa, the 24inistiy of Finance and various ether g o vernm ent 
agencies, wtH prepare by 1 Bcwafoer 1959 proposals for establishing 
shaft tats called "the necessary economic stimuli" to encourage factories 
to introduce new technology. 

Just what these new "economic stimuli” will be is, of course, 
uncertain* However, It seems almost certain that bonuses for plant 
managers are going to be based on a ccshlnai ion of costs of production, 
together with the traditional volvsse of production method. This say 
eons fairly close to the American method of profit sharing, and another 
piece of traditional Ccswunist dogma will go out the window* 

As 2 ate it, the only alternative to serving closer to the system 
of a a aagert al rewards used in capitalist countries would be to move to 
far more centralised control. Such a step would mean that, for each 
plant, the center in Moscow would prescribe the precise technological 
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processes that must be introduced, is veil m i tom detailed tine 
tatola far re— c aulmaegt txnxsraas* If th« Soviet i<— ver e to 

take this alternative path# they would biro to ccsgletaly reverse the 
program far deccntn ll «** •••< *»» of decision asking vfaich ms t h e heart 
of the organi z*ti onsl r efo r m of 2$57* She bureaucracy to Moscow would 
he back in the business of miring day-to-day decisions shout the thousands 
of i a t a t ritii plants la the Soviet Bbteii tZhls met ho d of mo ageaent 
aoHPletely stifled t ««•.*! initiative mrlor to the refo r m of 1957* w*?i . 

1 hope this di sc us sion oasts some light oast the reasons fog the conclusion 
I stated earlier, that Ocmmalaa is not « particularly efficient produc- 
tion system* 
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$e move ahead with our survey, 1 will aw te» to the position 
or the Soviet c on sum e r is the Seven Tear Man. Is terms of "both, 
eeeasuaser good# output «ad prospective increases la reel wage*, H» 

Soviet citizen vill experience * eloper rate of improvement through 
3^65 than has occurred in i he preceding seven years* me catgut of 
ll^kt industry (textiles, clothix^, and footwear) is pdaxwed to increase 
at six per cent a year* Despite these increases, the volume, per capita 
output and qsality of Soviet tesctiles and f ootw e ar will remain far below 
those cf the United States last year* 

me production of durable consumer goods, especially household 
appliances, is scheduled for large percentage increases. However, the 
level of output of most «x& items is currently so 2*sr that 2565 produc- 
tion vill not be at all impressive by U*8* standards* 

In contrast to the plan for industry, where prospects for meeting 
goals are reasonably good, ■fee plan for agriculture is unrealistic* me 
goal, a TO per cent Increase over 2558, appears impossible of achievement, 
ms quick mad easy gains of the past, made possible by the extension of 
grain acreage in the ”naw lands,” and by the corn program, have no 
counterparts in future agricultural programs. Our agricultural experts 
believe **»»• if lOmmhcbsv actually realises a 30 per cent increase (in 
contrast to the pl anne d TO par cent) by 1563 , he -will be doing well. 
Furthermore, the slower growth of agricultural industrial crqps, such as 
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cotton . till atcc aaaytlY Hjrfe the l aar au e of nfinafactured soft anode * 

In te r m c £ overall welfare, the Soviet consumer will still be 
Shortchanged. And 'when the KTwiLin leadership precises that the Soviet 
standard of living will be the highest in the world by 1970, this is 
abs olu te nonsense* 

(Briefing Aid k) 

1« Uhafe this chert does is to cca»are per eepita availabilities of 
certain key conponents of a comuaer vslfare index for the US and the USSR, 
me U.6. figures are actual 1958 availabilities; the Soviet figures axe 
1965 planned. 

S* starti ng off with cloth of all type*, i n c lu din g wool, cotton, 
silk and synthetics, you can see that me Sovietsplaa to produce leas man 
half me per capita availabilities in me U.S» 

3. Moving on to shoes, the Soviet figure here is 66 par cent* 

However, mis statistical saspariscaa favors the Soviet Uhlan, because it 
emits consideration of quality, and because certain types produced in 
quantity in the Halted States, such as women's sandals, are not Included 
In our figures* 

V* Hat mum publicized mast goal, cf equalling me U.S. by 1960-61 
has passed into history. The plan now is to get to 35 per cent cf our 
1958 level by 1965* 

5* me last two figures are inventories not areiwal production figures, 

to the i nv en tory * 
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As fw is passenger ears are concerned, the Soviets aspect to be 
slightly over one per cent of the U*S. per capita level by 1965* A* fir 
as living space, or housing, is concerned, the Soviet goal la 18 per cent 
at present U.S, ads vill provide 7 to 7*5 square meters per person by 
3965 , vfcich is below the Soviet’s own minimum health starjdard of nine 
square meters per person* 


It is dear that -the Soviet Obion still regards consumption primarily 
as a cost of production, repaired to secure economic growth and military 
power, living standards we ant going to be permitted to rise fast 
enough to interfere with the priority goals of Cosamiem. 

So much for the Seven tear Elan, and the prospects far military 
spending, industrial growth, agriculture and consumer welfare through 
1965 . 

She terms of reference of this series of lectures requires a 15 yew 
look Into the future* that are the longer-term implications of the trends 
we have been considering? It is important to realise the seriousness of 
the Soviet challenge; it is equally isportant not to exaggerate their 
prospects in the economic race* In -the pro p ag anda surrounding the 2Lgt 
Party Congress, Khrushchev made a number of statements about Soviet 
economic power which were nothing more than wishful thinking. Specifi c al ly , 
he stated that, 

"After the aapletloa of the Seven Year Plan, we will 

probably need about five sere years to catch up with and 

outstrip the United States in industrial production* Thus 

ih 
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by that tine (197G), or perhaps even sooner, the Servlet Union 
eill advance to first place in the world, both in the absolute 
volume of production and in per caplin production. 

First of all, X vould lil» to start with a projection ef total 
production or gross nations! product, in the two countries. 

(Briefing Aid ?) 

1. You can see that, measured in constant dollars, the Soviet 
Union's total output grew from tfbewt 33 P«r east of that of the tfaited 
States in 195® to hi par cent in 1957* 

2, Based on present intelligence estimates, it is believed, that 
their total output will be about half of our own in 

3* Beyond the end of the present p l anning period, projections are, 
of course, more rishy. X have estimated that the U.8* economy will 
grow ait 3*7 par cent a yesr, which la higher than our long-term rate, 
and equal to a quite favorable past period of growth. X hare projected 
Soviet growth from 19^5 to 1975 aft 6£ per cent a year, which la below 
their beat postwar growth pe rfor m an ce, but shout equal to the achievement 
of the past two years. 

4* Xf these treads are reasonably accurate, the Ifcited States will 
still command a very large lead by 1970. However, the decade of the 2970** 
will see the gap closing rigidly, with total Soviet output by 198O equal 
to about three quarters of ours. 
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Moving from total production which includes industry, agriculture 
and services, and considering industry alone, the picture for the United 
States is not so favorable* % 1$&Q Soviet industrial production vill be 
about e<jual to oar own, and could veil exceed U.8. output moderately. 

Its production of producer# goods vill be significantly higher than ours, 
while Its output of consumer goods vill be significantly- less* 

ill of these forecasts, of course, assume that nothing vill happen 
in the tfcited States to ^asp ly- increase ous* rate of growth, end -teat 
nothing vill happen is the USSR to sharply decrease -Quit country* s 
econcedc progress* To summarise, the exaggerations of Soviet propaganda 
should not blind us to the sobering implications of our prospects in 
the economic race* 

I turn now to the external aspects of Soviet economic growth, to 
the question of its lapacrt on underdeveloped countries of the free World. 

She Canonists believe that the unde r developed countries represent 
the Aahil3 . e s heel of the Western World. These countries have assumed a 
role similar to that of the proletariat in early Marxism. To the Kremlin 
leaders, the Free World underdsvalxped nations offer the greatest oppor- 
tunities for an extension of CcaamLm$ it is the "duty" of the USSR as 
the vanguard of the revolution to invest soma of its resources in promoting 
this extension* 

She tactical flhift in Soviet foreign policy to aid the newly 
emerging bourgeois go ver nments was unveiled to the world in 1£5%* The 
party line turned freer the "armed struggle" phase of the late Stalin era 

to a phase of ^peaceful coexistence. ” As part of the "peaceful ceexisteace" 
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progress, the Servlet Mm began * "trade end aid" offensive. 

When the Ccarauniat economic offensive started, many Western observers 
belittled Soviet capabilities to provide aid to underdeveloped nations. 
Ihese observers believed that internal Soviet recrements for machinery 
and e<CP*ae»t, generated by the program of forced draft indjwtj^ialleatiOTt, 
would leave no surplus for eaport. 

She judgment overlooked the fact that the Soviet 'Union had become 
a major industrial power in the world# Sy 1955* its annual production 
of industrial goods was already running oven* TO M3, Idem dollars a year. 
Further, industrial output was Increasing at an annual rite of nearly 
10 per cent. 

It clearly follows that the Soviets possessed the industrial muscle 
to step up C ommuni st activities in the Free World by economic means j all 
that was needed was the political decision to do mo. A diversion of leas 
than one per cent of annual output was enough to support an aid program 
of significant proportions. 

She aid program ie act a large one by United States standards. 

2btal credit extensions by the USSR over the past four years have only 
amounted to 1.8 billion dollars, and the net annual drain, that la the 
difference between drawings and repayments, tufts never amounted to more 
than half a b illio n dollars. 
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The mi a point is that of all Soviet outlays for national policy 
purposes •*» defease, dce»stic investment, etc* — * foreign aid Imposes 
far ea>d assy the jaapilest drain on resources* St coul d be increased 
substantially if the Cccreml.gt leadership saw politically profitable 
opportunities to do so. 

By 1$6$, the Soviets could have a foreign aid program e<$»l to 
ours villi still no observable strain on its acesssmy* It seems inescapable 
that the economic ecsgetltim vill grow. Ibis is part of what ftarushchev 
neaat when he told Walter Mppo an, '’Economioally peaking, we vill cause 
you American* more trouble every year*” 

% to this point in tins, Soviet Hoe aid to underdeveloped coun- 
tries ef the free World has been dwarfed by Western aid* Bosewar, it is 
important to keep in grind that C cm a uni gt eeoocmic assistance is heavily 
concentrated in a few key target countries* 

In these countries, the Soviet program is either larger than the aid 
provided by the {fatted States, or is sizeable enough to be of considerable 
inportaace. Here are warn aaasgies. 

(Briefing Aid 6) 

1* She bars in this chart cctpare TJ.S. aid and Bloc aid fm 1$& 
to the first quarter of 1£39 for elected countries. 

a* You can see that in Egypt, Syria, Iraq, Afghanistan, Ceylon and 
Ifadoassia, the Hoc has put in far acre economic aid than ve have. 
Althou^i not shown in the chart, the seme is true for Yemen. 

IB 
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3 . la Barm, Sadia, Sepal, while Bloc econcaalc aid is less 
CTg. osm, it is nevertheless substantial* Ms applies to Cambodia 

as wall* 

■jhese countries have been willing to aatpaad their econosale contacts 
aitfc the Soviet Bloc for a variety of reasons* but a basic explanation 
of the success of the Soviet aid p r ogram lies in the fact that the voter- 
developed countries are in capital-starved areas* Many leaders in these 
countries* in fact* have voiced their suspicions of Soviet intentions* 
bat have defended their acceptance of Bloc assistance cm the ground that 
the great need for additional capital justified the risk* 

$» leaders off world Ccomnls® are alert to the opportunity Aich this 
seeat affords then. In their radio broadcasts to Africa, 

the ?* H‘*'**- Seat and Asia, and through their local front organisation©, 
lie Soviets project the image of the Soviet system as the aaglc blueprint 
for achieving rapid progress, i’e should not underestimate the attraction 
sash an laage has on asm of inflmsnea in underdeveloped countries 
who are desperately seeking to lead their people into the Twentieth Century. 

Let as Ac w you one place of Soviet progaganda, \toich was being used 


In India last year. 

(Briefing Add 7 ) 

Uhls chart, prepared in the Soviet Union, cccparee industrial growth 
in the USSR ami in the Thai ted States in a h i g hly sraggerated fashion. 

It b egins and ends with a recession period for the United states 
l£i*S and the first quarter of 1956* 


19 


Approved For Release 2000/09/11 : CIA-RDP62S00545A0001 00090003-4 



Approved For Release 2000/09/11 : CIA-RDP62S00545A0001 00090003-4 


bae« at 100 per cent in both countries, the eheaet 
creates the tspresaion that by 19??, Servlet output had grown five time 
*« fast as that in the 3*8* But in 1948, of course, Soviet output m 
still such depressed because of the war's destruction. 

If yon follow the Has repr esent ing the 0*8,, yon see that as this 
chart is «■&» qp, the first quarter decline in 1958 wiped out 0«S« pro* 
Auction increases in recent years* 

fan mm sg» * pot»hellied and dsrfc-apectaeled, banding bach* 
sards to vim the exalted level of Soviet production* As an added bit 
of Socialist realism, &wls Saa'e lag is conveniently placed to hid© 
our bast years of growth* 


2ha Soviet policy of ecoacssic penetration fits like a sieve into 
their world-wide campaign of subversion. Share are over 6,000 KLoe 
technicians in the Free World, he lpin g to train solitary forces and 
to build various Industrial plants, the largest of which is the Indian 
steel »iti . These technicians do not engage in propaganda or in sub- 
versive activities. Together with the Cooeaunist built plants, these 
technicians do serve to establish a peaceful Soviet "presence” j to 
lea d credence to Soviet statements of disinterested help In achieving 
econcarte progress. 

goes out through the front 

organizations, directed overtly or covertly fnon Moscow, toe of these 
organisations in India is the Dsdo-Soviet Cultural Society* let's take 
a look st it* 
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(Biefiag Aid 8) 

X, You can see that this Indo- Soviet Culture! Society virtually 
blankets the country. 

2. Severe! of it* launches are located la tttihya ffciideab state, 
■where the RwUn-built steel mill i* being ecapleted* 

3. Cewrunist prqpagftndn, sindlsr to the slide X showed you earlier, 
oca paring tf.S* tod USSR industrial growth, 1* distributed by such front 

rrj mj(kr\4 <tm¥ A tvnm - 

Whstt you have seen on this slide i* only ace Gcemuniat front 
ergsalaasticn. But the Soviet* wad their C hines e Cawsuni ft allies have 
organised a v**t amfcer of front*, covering almost every branch of 
human enterprise* Ihey i nclu d e youth and student group*, labor and 
veterans organizations, women's groups, awl, of course, the World fence 
Council with it irgaaeerable p wee societies. In total, the c laime d 
of all front* runs into several hundred Million people. 

Soviet trade with the underdeveloped nations is activated primarily 
by it* political iagact on the area* concerned* It* ultimate motivation 
is to expert Ccasaunisa. FOr cample, a year ago Shruatochev stated, 

"Another fora of relations ia that obtaining between Socialist 
countries and the economically underdev eloped countries. One 
mgy wot of course my that in this case that our economic 
relations are baaed on mutual advantage. Speaking generally 
frm the commercial viewpoint, cur eeoaamlc and technical add 
to the underdeveloped countries i* even unprofitable for «e» w 
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Se?riL®t activation behind, much of the recently created trade 
activity between the Oaneunists end. the newly independent countries is, 
ul tlaately , to bring these countries into what Moscow calls , Mt4ie 
Socialist caaqp." 

g u gas sr i ze this overly long presentation, let ®& lapont a 

points* 

1* 2ms Soviet Hoi on views the future with confidence* Stay believe 
that their growls eeoasray will overtake that of the l&ited States in 
the next 10 years. While this is an exaggeration, there is no doubt 
that Soviet growth presents the T&ited States with a Most serious 
challenge. 

2. She Soviet Onion will be able to increase its military programs, 
to plow bach acre rubles into heavy industry, end. to provide Modest 
gains in tee stanSard of living of the Russian people. 

3» Ihe Muscle now exists to accelerate the esport of Cosaunisa 
by econoBic naans. Further, rtpid. e cono mic growth serves a# a powerful 
pr opaganda weapon in eellii« Coonunisa to the new and fragile democracies 
who constitute the underdeveloped n a tions of tee Free World* 
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